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1. Introduction

NOW COMES the Staff of the Illinois Commerce Commission (“Staft”), through its
attorneys, and files its Reply Brief in the above-captioned proceeding. In addition to Staff, the
following parties filed Initial Briefs: Commonwealth Edison Company (“ComEd”), Illinois Power
Company (“IP”), Ameren Central Illinois Public Service Company and Ameren Union Electric
Company (“Ameren”), The RES Coalition, The United States Department of Energy (“DOE”),
Building Owners and Managers Association (“BOMA”) of Chicago, Trizec Properties, Inc.
(“Trizec”), lllinois Industrial Energy Consumers (“IIEC”’), The National Energy Marketers
Association (“NEM”), and the Illinois Energy Consortium (“IEC”).

Staff in this Reply Brief will respond to certain arguments made by ComEd, IP, BOMA, the
RES Coalition, and the IIEC. Staff’s Initial Brief extensively addressed the issues in this
proceeding; therefore, the absence of a response by Staff in this brief, to any argument made by any

of the parties should not in any way be construed as acquiescence in or approval of said argument.

A. Statutory Provisions

B. History of Market Value Process

1. Previous Market Value Cases Before the Commission

2. Procedural History of this Proceeding

C. Summary of Positions and Recommendations
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D. Other

II. Proposed Adjustments

A. Energy Imbalance Adjustment

B. Capacity Backed Adjustment

1. Illinois Power

2. Ameren

C. Inclusion of “Placeholder” for Potential RTO-Imposed Costs or Market
Changes (e.g. Capacity adjustment)

D. Odd Lot Adjustment

E. Customer Churn Adjustment

F. Residual Error Term Adjustment
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G.  Retail Margin Adjustment

H. Avoided Administrative (and related) cost Adjustment

L Retail uplift adjustment

J. Avoided PPO cost Adjustment

K.  Load following Adjustments

L. Proper method for allocating sales and marketing expenses

M. Off-Peak Issues

1. Adjusting of zeros and negative values in the PJM Hourly Price Data

2. Other

N. Basis Adjustment

1. liquidity Adjustment
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2. Other

O.  RES Coalition Proposal to Synchronize Price Shape Data from the PJM
Market with Load Shape Data

P. Other

III. Floating MVI Adder Proposal

A. To which utilities, if any, should a floating MVI adder apply
B. Beginning value

C. Incremental changes

D. Limits on floating MVI adder

E. Determining Level of Marketing Activity

Staff’s Initial Brief presented Staff’s evaluation of the floating adder proposal. Staff noted that
Section 16-112 describes only two methods for determining market values and that the
Commission’s authority to adopt alternative methods may be limited. Staff argued that the role for
Staff described in the Memorandum of Understanding (“MOU”") would constitute an improper
delegation of authority by the Commission. However, Staft’s Initial Brief also recognized that a

methodology that adjusts market values upwards in response to a persistently low level of customer
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switching might be a way to improve the accuracy of “actual” market values. (ICC Staff I. Brief, pp.
26-28)

During the hearings in this proceeding, IP suggested an alternative method to adjusting market
values that does not rely on Staff evaluating the affidavits that suppliers would have to file
describing their marketing efforts. (Tr. 201-02) This alternative plan was not well described, and
Staff did not express an opinion about the merits of the plan in its Initial Brief. In its Initial Brief, IP
gave slightly more information about the mechanics of the alternative plan, but unfortunately
devoted very little space in its Initial Brief to a description of the alternative plan, leaving several
points about the plan unclear.

For example, the alternative plan would permit IP to file a petition with the Commission to
cancel an increase in market values produced by the floating adder calculation process. However, it
is not clear what standards the Commission should use in evaluating such a petition and it is not
clear how any resulting offset to the existing level of market values should be applied should IP
persuade the Commission that RESs had not marketed with sufficient aggression.

Even though there is little description about the details of the alternative plan, Staff has fewer
reservations about this plan than it had for the original plan described in the MOU, and the
alternative plan is acceptable to the signatories to the MOU. (IP L. Brief, p. 21) Nevertheless, there
is very little support in the record regarding the consequences of a successful petition challenging the
suppliers’ affidavits. Staff recommends that the Commission make no finding in this proceeding on
this point; rather, the Commission should reserve its opinion regarding how market values would be

affected for the petition proceeding.
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F. Other

The IIEC expressed concern that RESs may not enter the IP market to serve customers that lose
their eligibility due to the adoption of the floating adder proposal. The IIEC suggests that the
Commission approve the proposal only if there is no impact on customer eligibility for the Power
Purchase Option (“PPO”). (IIEC L. Brief, p. 20) Staff shares the IIEC’s concern that the near-term
primary impact of the floating adder proposal will be a widespread loss of customer PPO eligibility.
If this concern were to be realized, the floating adder proposal would be harmful to the development
of competition rather than beneficial.

To resolve this problem, IP could voluntarily agree not to allow the floating adder proposal to
affect PPO eligibility, in effect agreeing to use two different transition charge calculation methods.
One method would apply to RES customers only and would incorporate the floating adder. The
second method would be used for the purpose of determining PPO eligibility and would not
incorporate the floating adder. Alternatively, if the Commission shares the concern that more
customers will lose their PPO eligibility than will be picked up by RESs, the Commission could

adopt IIEC’s suggestion to appropriately condition its approval of the floating adder plan.

IV. Multi-year option issues

A. Availability of multi year contracts
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B. Length of multi year contracts

C. Adjustments of multi year TC for changes in delivery service rates and
mitigation factors

D. Market value adder based on length of contract

E. Limitation on load eligible for multi year TC contracts

ComEd has proposed a limitation of 500 MW on its multi-year transition charge offering.
Customer groups and the RES Coalition suggest that the load restriction should be removed. These
groups further suggest that all competitive service customers should become eligible for a multi-year
transition charge. (BOMA I. Brief, p. 6; IIEC 1. Brief, p. 27; RES Coalition I. Brief, p. 54) Staff
suggested that all customers with an individual transition charge should be eligible to receive a
multi-year transition charge but expressed no opinion about raising the 500 MW cap (ICC Staff I.
Brief, p. 35). ComEd opposes raising the 500 MW maximum but indicated a willingness to discuss
the issue further with interested parties. (ComEd 1. Brief, pp. 28-29)

Staff does not oppose the intervenors’ suggestions permitting all competitive service customers
to have a right to a multi-year transition charge. Competitive service customers are not eligible to
return to bundled service, making such customers more dependent on service provided by RESs than
other customers that have the full array of supply options available to them. Multi-year customers
are equally dependent on RES supply, since multi-year customers give up their rights to PPO
service.

If the competitive service customers were automatically eligible for a multi-year transition
charge, the remaining issue is whether the 500 MW maximum should be raised or removed, as the

intervenors suggest. ComEd has about 350-375 ComEd customers with a demand greater than 3
7
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MW. (Crumrine Tr. 797, cited in IIEC 1. Brief, p. 26) Practically speaking, the 500 MW limit would
have to be doubled or tripled to give customers with a demand between 400 kW and 1 MW a
realistic chance to be successful in the multi-year transition charge auction if competitive service

customers were automatically eligible for multi-year transition charges.

F. Implications of RES default during multi year TC contract

G. Other

V. Time Period and TC Administration Issues

A. Frequency of MV/TC calculations

B. Moving data collection period for Applicable Period A to January

C. Decision Window for PPO Customers

D. Customer Eligibility for individual TC calculation

E. Customer Aggregation for individual TC calculation
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F. Other

VI. Other Issues

A. Multi year price shaping

B. Price and Data Availability — Monitoring and Reporting Requirements

C. Dr. Ulrich’s MVI Study

D. Dr. Ulrich’s NFF Study

E. Mr. Sharfman’s RPI Study

F. Reinstitution of the NFF process

G. Other
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VII. Conclusion

For the foregoing reasons and those stated in its initial brief, the Staff of the Illinois

Commerce Commission respectfully requests that the Commission accept Staff’s recommendations.

Respectfully submitted,

STEVEN G. REVETHIS
JOHN C. FEELEY

Office of General Counsel
Illinois Commerce Commission
160 North LaSalle Street

Suite C-800

Chicago, Illinois 60601

(312) 793-2877

Counsel for the Staff of the
February 5, 2003 [linois Commerce Commission
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